FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

October 11, 2012

MEMORANDUM

To: The Commission

Through: Alec Palmer
Staff Director

From: Patricia C. Qrroek Q
Chief Compliance Officer

o

Thomas Hirtermister m

Assistant Staff Director
Audit Division
By: Alex R. Boniewicz 25 or A8
Audit Manager
Subject: Resubmission of the Audit Division Recommendation Memorandum on

the Maine Republican Party (MRP) (A09-09)

This document, originally circulated September 25, 2012, was withdrawn to update
recommendations to conform to Commission Directive No. 70 (FEC Dlrectlve on
Processing Audit Reports).

Pursuant to Commiissiaa Dircctive No. 70, the Audit staff’s recommendations are
presented below and the findings are discussed in the attached Draft Final Audit Report
(DFAR). The Office of General Counsel has reviewed this memorandum and concurs
with the recommendations.

Finding 1. Misstatement of Financial Activity

In its response to the Interim Audit Report, MRP stated it had amended its reports
as requested. However, those amendments did not materially correct the
misstatements. In response to the DFAR, MRP filed amended reports that were
materially misstated. MRP indicated that the remaining misstatements will be
corrected and amended reports will be filed. Additional amendments were
subsequently filed by MRP materially correcting the misstatemeuts.

The Audit staff recommaeands that the Cammission find that MRP misstated its
financial nctivity for calendar years 2007 and 2008.



Finding 2. Reporting of Debts and Obligations

In its msponse to the laterim Audit Repart, MRP amenged its reports to materially
correct the disclosiue of these debts. MRP’s response to the DFAR did not
address this finding.

The Audit staff recommends that the Commission find that MRP improperly
disclosed debts and obligations totaling $103,721.

Finding 3. Disclosure of Disbursements
MRP responded to this finding as follows:

A. Payments from Non-federal Accounts ($94,019)

Administrative costs ($48,520):

In response to the Interim Audit Report, MRP was unable to locate
documentation to demonstrate these expenditures were solely non-federal
in nature. Amended reports filed in response to the Interim Audit Report
did not disclose these expenditures.

In response to the DFAR, MRP submitted documentation supporting the
non-federal natuee far one $200 expenditare addressed in the DFAR.
MRP’s did not disclose the remaining expenditures ($48,320) on amended
reports fited im response to the DFAR.

Payroll & Associated Costs ($14,999):

In response to the Interim Audit Report, MRP was unable to locate
documentation to demonstrate these expenditures were solely non-federal
in nature. Amended reports filed in response to the Interim Audit Report
did not disclose these expenditures.

Amended reports filed in cespanse to the DFAR did not disclose the payroll
expendiiures. Further, an affidavit submitted by MRP adcressed
individaals aieeady considecred non-federal by the Audit staff, but clarified
none were involved with federal election related activities.

Voter Identification ($19,000):
In response to the Interim Audit Report, MRP amended reports in response
to the Interim Audit Report to disclose this expenditure.

Printed Materials ($11,500):

In response tv the Interim Audit Report, MRP was unable to locate
documentation to deronstmte these expenditures were solely :1at1-fedoral
in nature. Amended reparts filed in response to the Interim Audit Report
did not disclose these expenditures.

MRP’s response to the DFAR did not address these items.

For $75,019 of the $94,019 in expenditures above, the Audit staff did not have
sufficient infbrmation to be eble to conclude that the expenditures, paid entirely



with non-federal funds, included a federal component and therefore required
reporting. However, the Audit staff maintains that MRP should provide the
records necessary to verify whether these transactiens required reporting. Given
the lack of sufficient information for trese expenditures, the Audit staff
recommends that the Commission find these expenditures, paid entirely from the.
non-federal account, rot be included in the disclosure finding. With respect ta the
voter identification expense noted above, the Audit staff recommends that the
Commission find that MRP did not disclose an expenditure for voter identification
paid from the non-federal account in the amount of $19,000.

B. Payments from the Federal Account ($531,805)

¢ Possihle Federal Election Activity (FEA) ($326,688):
Get-Out-the-Vote (GOTV)/Public Communications (3183,747).
In response to the Interim Audit Repart, MRP amended its reports
according to schedules provided by the Audit staff and disclosed payments
totaling $183,747 for printed materials as FEA.

MRP’s response to the DFAR did not address these expenditures.

Payroll Expenses (3142,941):

In response to tae Interimi Audit Report, MRP ememied its reports
according to schedules provided by the Audit staff. MRP disclosed payroll
expenses totaling $112,406 as FEA and $22,987 in payroll expenses as
allocable expenses on Scheduie H4.

MRP’s response to the DFAR did not address these expenditures.

¢ Documentation Insufficient to Determine Nature of Expense ($192,617):
Consulting Expenses ($20,000):
In response to the Interim Audit Report, MRP amende its reports
according to schedules provided by the Audit staff and disclosed payments
for consulting totaling $20,000 as FEA.

MRP's respanse to the DFAR did not ddress these expenditures.

Travel (338,192) and Per Diem Expenses ($3,050):
In response to the Interimtr Audit Report, MRP amended its reports

according to schedules provided by the Audit staff and disclosed payments
for travel ($38,041) and per diem expenses ($3,050) as FEA.

MRP's response to the DFAR did not address these expenditures.

Equipment (3$36,933) and Miscellaneous Costs ($3,702):

In response to the Interim Audit Report, MRP amended its reports
according to schedules provided by the Audit staff and disclosed payments
for equipment ($36,933) and miscellaneous costs ($3,702) as FEA.

MRP’s response to the DFAR did not address these expenditures.



Printed Materials, Copies Not Available (867,711):

In response to the Interim Aedit Report, MRP amended its reports
according to schedules provided by the Audit staff and disclosed payments
for printed materials totaling $49,194 ae FEA.

MRPF's response to the DFAR did not address these expenditures.
Telemarketing Expenses (323,029):

In response to the Interim Audit Report, MRP amended its reports
according to schedules provided by the Audit staff and disclosed payments
for telemarketing totaling $8,355 as FEA.

MRP’s response to the DFAR did not address these expenditures.

¢ Payment of Apparent Coordinated Party Expenditures ($12,500):
In response to the Interim Audit Report, MRP amended its reports to
disclose payments totaling $12,500 as coordinated expenditures.

MRP's responsc to the DFAR did not address these expenditures.

MRP has materially complied with the Audit staff’s recommendation for payments
from the federal account identified above.

The Audit staff recommends that the Commission find that MRP improperly
disclosed disbursements totaling $531,805.

Finding 4. Failure to File Notices and Properly Disclose Independent
Expenditures

In responsc to the Interim Audit Report, MRP filed amended reports to disclose
independent expenditures totaling $28,301 of the $56,601 in independent
expenditures identified by the Audit staff. With respect to the remaniting $28,300,
MRP cited software difficulties for not disclosing the remaining amount as
independeat expenditures.

In response to the DFAR, MRP materially complied with the Audit staff’s
recommendation by filing amended reports that disclosed the remaining $28,300
as independent expenditures.

The Audit staff recommends that the Commission find that MRP improperly
disclosed independent expenditures totaling $56,601.

Additionally, MRP's DFAR response noted that it had hired an outside compliance firm to
assist with developing and/or revising its internal controls to handle its accounting
functions and to assist with its reporting.

The Committee did not request an audit hearing.

If this memorandum is approved, a Proposed Final Audit Report will be prepared within
30 days of the Commission's vote.



Should an objection be received, Directive No. 70 states that the Audit Division
Recommendation Memorandum will be placed on the next regularly scheduled open
session agenda.

Documents related to this audit report can be viewed in the Voting Ballot Matters folder.
Should you have any questions, please contact Alex Boniewicz at 694-1200.

Attachment:
- Draft Final Audit Report of the Audit Division on the Maine Republican Party

cc: Office of General Counsel




Draft Final Audit Report of the
Audit Division on the

Maine Republican Party
January 1, 2007 - December 31, 2008

Why the Audit
Was Done

Federal law permits the
Commission to conduct
audits and field
investigations of any
political committee that
is required to file
reports under the
Federal Election
Campaign Act (the
Act). The Commission
generally conducts such
audits when a
committee appears not
to have met the

threshold requnrcmentéf_é&

for substantial
compliance with the

Act.' The audigZ¥is i, .

detonmne,sﬁihether He:

prohibition§:
disclesure requi nents
of the Act. w;gg{

%xx
Future Actmn m,

The Commission may
initiate an enforcement
action, at a later time,
with respect to any of
the matters discussed in
this repart.

-chart on the Committee Orgam
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About the Committee (p. ZQ
The Maine Republican Party is a stafe:p committee
headquartered in Augusta, Mam%[ﬁ-(or mofe information, see the
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Financial Activity (p 2)
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o Contributions from P
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g 0rd “Party Expenditures 12,500
é&gederal Elecnon Activity 519,305
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e, TotalDisbursements $ 1,394,861
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?indings and Recommendations (p. 3)
uMlsstatement of Financizal Activity (Finding 1)

% Reporting of Debts and Obligations (Finding 2)

¢ Disclosure of Disbursements (Finding 3)
e Failure to File Notices and Properly Disclose Independent
Expenditures (Finding 4)

1 2 US.C. §438(b).
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Part I
Background

Authority for Audit
This report is based on an audit of the Maine Republican Party (MRP), undertaken by the
Audit Division of the Federal Election Commission (the Commission) in accordance with
the Federal Election Campaign Act of 1971, as amended (the Act). The Audit Division
conducted the audit pursuant to 2 U.S.C. §438(b), which perrmtst é’Gomrnssmn to
conduct eudits and field investigations of any political comm:&?s‘ hat i is'required to file a
report umder 2 U.S.C. §434. Prior to conducting any audit un,;f ‘thia subsection, the
Commission must perform an internal review of reports £j}éH by ! : 't’ ed committees to
determine if ihe reports filed by a parln..ular committee mé'gt,*lhe thatih

for substantial compliance with the Act. 2 U.S.C. §438(b) j
Scope of Audit E ‘;i%"*ﬁf

Ky it staé’évg;luated vanou sk

i ‘ -"!
Following Commission-approved procedures the'A: 12
.‘\m ‘?‘ v

factors and, as a result, this audit examined:
the disclosure of disbursements, d LY
the disclosure of expenses allocatédibet andidon-federal accounts;
the disclosure of individuel contnb cupation and i employar;
the consistancy betweun reported figyres ane: ; '
the completeness of records; and "s?a Jé‘; TS,
other committee o s necessary tothé review.
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AN BEWN -

Jﬁ;s"'( .
- s )
& e
R r:% 7




Part II
Overview of Committee

Committee Organization

Important Dates
e Date of Registration April 19, 1976
e Audit Coverage January 1, 2007 - December 31, 2008

Headquarters

Bank Information

o Bank Depositories One < KN

s Bank Accounts Two Eéderaland Four(y %fedeml
_5;:"-';:':" " '

Treasurer e i,

e Treasurer When Audit Was Conducted

Wdham

® _Treasurer During Period Covered by Audit

ﬁ‘?‘ "\:;g" "
thﬁfmoy T

\J‘ss

Management Infornration

@é‘w

x-s‘"

o Attended Commission Campalgn Finantce

e ‘1&%

1.Yes

Seminar B, TR e, v;«
¢ Who Handlad Accountmg and B m Jt%gr Staff and accounting firm
Recordkeeping Ry \

_.Li‘u
ha) $ 1,888
422,772
778,500
172,044
48,381
887
$ 1,422,584

Disbursements

o Operating Disbursements 806,455
o Coordinated Party Expenditures 12,500
o Federal Electipn Activity 519,305
o Independent Expenditures 56,601
Total Disbursements $ 1,394,861
Cash-on-hand @ December 31, 2008 $§ 29,611



Part III
Summaries

Findings anﬂ Recommendations

Finding 1. Misstatement of Financial Activity

During audit fieldwork, a comparison of MRP's reported figures with bank records revealed a
misstatement of receipts, disbursements and cash-on-hand in both 2007:¢ ‘b,qd 2008. For 2007,
MRP overstated beginning cash-on-hand by $5,636, undurstated r gf'ﬁis by -$22,461, understated
disbursements by $29,346 ard overstated ending cash-nn-hand b;élbz 521. For 2008, MRP
overstated receipts, disbursements and ending eash-on-hand by:; 53, *727 $46,985 and §19,263,
respectively. In its response to the Interim Audit Report, N{RE@Med thafu had amended its
reports as requested. However, those amendments did n &,«9? rﬁateﬁally corré@l*tl;e misstatements.
(For more detail, see p. 4.) :

Finding 2. Reporting of Debts a’i’f- "Qbligatibns
Durmg audit ﬁeldwork the Audit staff noted that MRP pEii! (7 repdrt debts and obhgatlons
RP amended its reports to

appeared to be improperly diselased. MRP 5«_;, Eburser -a a non-federal account
($94,019), which may Q Ampnature. In ad :? ition, MRP’did not properly disclose .
coordinated expendityies.on behal] [Of a federal cdadidate ($12,500) and payments for federal

election activity (3519,303), In its¥esponse to the%; fim Audit Report, MRP cited difficulties
in locating documentador?‘f& Jaq&;the;pon-federal Tiature of some expenses, but filed amended
reports dlsclogl?,g‘, disb bursemE i accordmﬁfté thé ‘schedules provided by the Audit staff.

(For nmm |

that these are mdepen Bh expend:tures however, citing software issues it has been able to
correct the disclosure of these payments only partially. To date, MRP has not filed any additional
amended reporis.

(For more detaii, see p. 12.)



Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity

Summary
During audit fieldwork, a comparison of MRP’s reported figures with bank records revealed a
misstatement of recelpts disbursements and cash-on-hand in both 2007 and 2008. For 2007,

A%

B, o
Legal Standard - Q%;% -
Contents of Reports. Each report must dlscloscs’*”*ﬁ E qj& &"
¢ The amount of cash-on-hand at the beginning and e‘h' of héTeporting penod
The total amount of receipts for the reportmg penod an
The total amount of disbursements for

Certain transactions that require lteml o ;on
B (Itemized Disbursements). 2 U.S.C. %434

Facts and Analysis

A. Facts
During audit fieldwgt

2the ﬂ;;. ’s reported activity with bank records for
calendar vears 2007 and 201

arioutline the discrepancies for the beginning

ents if known.
Bimk Records Discrepancy
$1,888 $5,636
January 1,2607 ki Overstated
Receipts Yol o $223,515 $245,976 $22,461
R Understated
Disbursements $209,782 $239,128 $29.346
Understated
Ending Cash Balance @ $21,257 $8,736 - 812,521
December 31, 2007 QOverstated

MRP overstated beginning cash-on-hand by $5,636, and is unexplained, but the overstatement
likely resulted from prior-period discrepancies.




The understatement of receipts was the result of the following:
Receipts reported, not supparted by a credit or depasit
Deposited receipts, ot reported

Interest frora non-federal account reported

Unexplained difference

Net Understatement of Receipts

The undarstatorsent vf éisbursements was the result of the following:
Disbursements not reported

Disbursements reported, not supported by check or debit
Disbursernent from nou-fedoral account reported in error
Disbursement amaunts incaoectly reported
Unexplained difference

Net Understatement of Disbursements g e,

descnbed above.

$

(186)

22,533

(28)
142

$ 22461

$ 36,506
(4,006)
(3,165)

227

(216)

2008 Committee Activity

o Discrepancy

Beginning Cash Balance S5, $12,521

@ January 1, 2008 ) 3 Overstated

Receipts $1 23%33 s ﬁ%} ,608 $53,727

(Pl Overstated

Disbutsements $1,202, 74 TISS 732 $46,985

e Overstated

Ending Cash Baldfigs $48,87 $29,611 $19,263

December 3}_§ 2008 i QOverstated

NSO é}m s

MRP oyge,;stated begm *g cash- %h nd by $12,521, a carryover of the misstatement of

endin ing; pg;ih-on-hand for's Qﬁi “%} &
w‘xﬂ,} o

The overstﬁghment of recen;; sultea from the following:
» Receipts répdrted but dep_@ted in non-federal account
* Unexplained diffe

IThe
The ovarstatnment of disbursements resulted from the foliowing:
Disbursemants repiorted, not supported by check ot debit
Disbursements not reported

Disbursement from non-federal account reported in error
Debit to reverse deposited contribution reported
Disbursementi roparted twice

Disbursement amount incarrectly reported

Unexplained difference.

Net Overstatement of Disbursements

$ 52,353

1,374

§ 53727

$ (32,

736)

26,881

(42
6]

(1,

916)
,000)
(56)
200)

8,042

346,985



The $19,263 overstatement of the ending cash-on-hand resulted from the misstatements
described above.

Prior to the audit, MRP made the Commission aware that an employee of the accounting firm it
used had embezzled $48,000. The individual, who had kept MRP’s books for both its federal
and non-federal accounts, and prepared the.reports to the Commission, pleaded guilty to the
embezzlement. As of the time of the audit, the individual had paid restitution of $39,531 and
MRP had filed reports disclosing the embezzlement. MRP conducted a full audit of its Books
and internal controls and, as recommended by its auditor, has institutegfg{):oved internal
controls. In addition, MRP has hired a different accounting firm. ﬁ, ,

The Ardit staff’s 2008 reconciliation included adjustments relat&a embezzlement.
Specifically, the adjustment for unreported disbursements of ﬁ% 881 in¢ludes $5,997 in
disbursements that were associated with the embezzlement:a d‘hot repo}?% y MRP. In
addition, the adjustment for disbursements reported ha $were fot supported by

($32,736), includes disbursements of $14,316 that y{ ¥e assoclgted with the enibeizle nent.

B. Interim Audit Report & Audit Division Reeom th {&%‘
The Audit staff disoussed the misstaternents for 2007 ané"‘zﬁﬁs with MRP representatwes during
the exit conference and provided copies-of. relevant workpap’e&detallmg the misstatements. The
MRP representatives stated that necessaly{'_ ed reports wotilgs s file

The Interim Audit Report recommended that* RP
e Amend its reports to correct the 'mss “f:s for %’aﬁd 2008 as noted above; and,

* Amend its most rg Rt ec report to ¢ rrect the cagh-on-hand balance with an
3 1 ulted from rior period audit adjustment. Further, MRP

Cash balance ot‘ 1§ ‘most recent report to identify any

have affected the adjustment recommended by the

o

| Finding 2. Reﬁi_ng of Debts and Obligations.

Summary

During audit fieldwork, the Audit staff noted that MRP failed to report debts and obligations
totaling $103,721. In its response to the Interim Audit Report, MRP amended its reports to
materially correct the disclosure of these debts.



Legal Standard
A. Continuous Reporting Required. A political committee must disclose the amount and

nature of outstanding debts and obligations until tbase debts are extinguished. 2 U.S.C
§434(b)(8) and 11 CFR §§104.3(d) end 104.11(a).

B. Itemizing Debts and Obligations.

® A debt of $500 or less must be reported once it has been outstanding 60 days from the
date incurred (the date of the transaction); the committee reports it on the next regularly

scheduled report.
* A debt exceeding $500 must be disclosed in the repost that cov.chJhe date on which the
debt was incurred. 11 CFR §104.11(b). S5,

Facts and Analysis

A. Facts :
During audit fieldwork, the Audit staff identified debst! owed to four vendorsftoj'%lmg $103,7212
that MRP did not report on Schedule D (Debts & Qh@atxons) - m‘%; o

a'

B, Intertm Audit Report & Audit Dwislo«&Reeo ;
The Audlt staff presentcd thls_ atter durmg tl?‘ e

ety

The Interim Audit Repor ‘,‘
and obhgatmq

R i

In its£63p onse to the lmel:lm“é‘ A udit R
dlsclosuré‘o:ﬁ these debts. “HE

M‘m

| Finding 3. ﬁisglo

K
c’ﬁ‘-a f.

re of Disbursements

Summary
During audit ﬁeldwork the Audit staff identified disbursements, totaling $625,824, which
appeared not to be properly disclosed. MRP made disbursements from a non-federal account
($94,019), which may be federal in nature. In addition, MRP did not properly disclose
coordinated expenditures on behalf of a federal candidate ($12,500) and payments for federal
election activity ($519,305). In its response to the Interim Audit Report, MRP cited difficulties

? Each debt in this amount was counted once, even if it required disclosure over multiple reporting periods. In order
for MRP to file emended reperts correctly, the schedule provided included the amount of each debt required to be
reported for each reporting period,



in locating documentation to clarify the non-federal nature of some expenses but filed amended
reparts diselosing disbersements sccerding to the schednles pravided by the Audit staff.

Legal Standard

A. Reporting Allocable Expenses. A political committee that allocates federal/non-federal
expenses must report each disbursement it makes from its federal account (or separate allocation
account) to pay for a shared federal/non-federal expense. Committees report these kinds of
disbursements on Schedule H-4 (Joint Federal/Non-federal Activity Schedule). 11 CFR
§104.17(b)(3).

and local party committees must allocate their administrative expexs and non-candidate
speciﬂc voter drive costs according to the fixed percentage rati igfipUnder this method, if a

C. Coordinated Party Expenditures. A political ¢ émlttee that coordmates . - : %iii;ures on
behalf of a federal candidate must report the name;“ax ss, dat ely:,; as well as
the name of the candidate for which the expenditure is't C §434(b)(6)(B)(iv).

D. Federal Election Actlwty Expendit res For each suc% isbursement, the committee must

repnn (re fill name ond addtess, date, amt pntpese of ¢ thé:disbursement. Committees
report these kinds of disbursements on Sch mlzed Disbtirsessients), which provides
space for the disclosure of the oandidate’s nagxe to whﬂ;h the acthﬁ; relates, if applicable. 11
CFR §300.36(b)(2). ES &ﬁ ¢~ R e;g*w

P TS

E. Salaries and Wa%%}”bo
employee spends in ereta _. :a Federal elettjon. Employees who spend 25 percent or less
ven, month on Fed@rdlelection activity or on activities in

r.be,paid only from the Federal account or have

: “v
{tbes must kecp%gnthly 'iog of the percentage of time each

activity that mayzbe federal in nature. Payments totaling $48,520 from MRP’s non-
federal accounts appear to be for allocable administrative expenses that should have been
paid from a federal account. Also, payments totaling $45,499 were made from the non-
federnl account and sufficient records were not available to clarify the nature of the
expense or to demonstrate that tho expense was salely non-federal. Below is a diseussion
of these expenses. As calculated at the end of the two-year audit period, MRP did not
fund federal activity with nan-federal funds. :

MRP made‘ > totalmg $94,019 (see Chart A), from its non-federal accounts for
Pt

* Administrative Costs: MRP paid expenses totaling $§48,520 from a non-federal
account for postage, consulting, travel reimbursements, printing, and accounting
fees that appear to be allocable administrative costs. Available documentation



does not indicate that any of these payments were solely for non-federal activities.
As allacabic adminisirative experses, MRP shoutd have paid these from a federal
account and reported on Schedule H-4 using an allocatian ratio of at least 36
percent federal and 64 percent non-foderal in accordance with 11 CFR
§106.7(d)(2)(ii) and (3)(ii). MRP should provide documentatmn to demonstrate
that these were solely non-federal expenses.

o Payroll and Associated Costs: MRP paid experrses totaling $14,999 from a non-
federal account for payroll and associated costs. MRP has not provided monthly
logs, timesheets or affidavits demonstrating that costs were solely non-federal in
nature. It is moted that MRP did provide afftdavits fox fome: employees indieating
no time was spient refative to federal activity. Pay pilzand releted costs assuciated
with those employees were excluded by the Audit Stafi:

=‘~,-__c payroll costs in the

amounts presented above. MRP should prowd docu' ion to demonstrate
the payroll and associated expenses of $lt}299 were solel§ én federal.

.P ﬁﬂ-}

e Voter Identification: MRP’s database-.ﬂescnbed a $19,000 pay;ﬂ@ﬁt -10 “National
Republican” on April 25, 2008, as'm %for VotegaID and, the avaiflh’Ble invoice
noted “volunteer connect.”” Unless M vides gﬁcumentatlon 16 indicate that
these expenditures are solely non-federal in:a fure, MRP should disclose these

transactions on its federal:disclosure reports.

2. Interim Audlt ig % 1t Divi %%mmendatlbn
At the exi eXAlidit Sttt Zddressed this matter and provided a schedule

B 1iq) representatives. MRP representatives stated
thatt ey would loo &iito thes.’!s and send documentatxon to try to resolve the proper
cladsification of the trif cti 7 RP

mcluﬁ%g afﬁdav:ts addfe

resolveﬁ item

should have prov:d mnuthly logs, timesheets or affidavits demonstratmg that payroH costs
were solely non-féderal in nature. In addition, MRP should have obtained and provided
samples of printed materials ($11,500). As necessary, MRP should have amended its reports
to discloae, as memo cntrics, the abeve diebarscunents on Schodules B or H-4.

B. Payments from the Federal Account

1. Facts
MRP incorrectly disclosed payments, totaling $531,805 (See Chart B, Page 1), made from
its federal account. MRP disclosed these payments on FEC reports but they appear to have
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been reported on the incorrect line number and itemized on the wrong schedule. These
payments ware for apparent non-atiooable FEA ($519,305) or apparent eoondinated party
expenditires ($12,500). As indicated below, in some cases, the Audit staff did not have
sufficient records te determine the proper classification. It is also nated that for
approximately $330,000 of these disbursements MRP coded the disbursements on its
database as FEA.

e Possible Federal Election Activity: MRP reported payments totaling $326,688
as federal operating expenditures, but they appear to have been made for non-
allocable FEA, which should have been reported on Sel;led{kl%le B for Line 30(b). A
discussion of thase expenditures by category follows:#*

Get-Qut-tha-Vate (GOTV)/Public Communicatiohs: Paym
were made for printed materials, of whmoded TR0

FEA. The remaining $95,506 was not cg’gﬁ?@ 'MRP s datahy e_;* e as FEA.
However, an MRP representative stateg during'ﬁcldwork tha ijg& twuy with this

copies of the printed materials suppor] itat for GOTV act or were
public communications in support of a clegrly.ig entitied federal cafididate. As
such, the Audit staff consldered all these paymients FRA, (See Chart B, Page 1

Payroll Expenses: MRP m o1if
$142,941 from its federal acc tallmg the percentage of the

individual’s tlmes that related fe AT as not available; however,

affidavits ugvefﬂ itted indicatifig the individtials worked solely in connection

with fede’rﬁl electh § durmg 200 % In addition, these individuals received at least
: coded on its ‘&ftabase as FEA. As such, the Audit staff

pegq tures as FEAR MRP should explain the discrepancy

its répdx $hrid ‘ﬁsﬁn nal Lyécords. (See Chart B, Page 1, B.)

'u:lent to determine the nature of thase expenses. Most
i fures were coded on MRP’s database as FEA.

Slting penses: Although consulting expenses ($20,000) were coded FEA
] "m base, MRP has not prowded any afﬁdavnt or othcr documentation.

these eXpenditures on its database as PFEA. MRP should explain the discrepancy
between its reports and its intcrnal records. (See Chart B, Page 1, B.)

Travel and Per Diem Expenses: MRP made expanditures for travol ($38,192) and
per diem ($3,050). Documentation was not available detailing the activities the
individuals were involved with and whether these activities were related to a
clearly identified federal candidate. The Audit staff classified these expenditures
as potential FEA since MRP coded these expenditures as such on its database.
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MRP should clarify the discrepancy between its reports and its internal records.
(See Chart B, Page 2, A. & B.)

Equipment and Miscellaneous Costs: MRP made expenditures for equipment
($36,933) and miscellaneous costs ($3,702). MRP’s recards detailed that, for the
most part, the equipment consisted of computers and phone equipment, as well as
copier rental. Documentation detailing how the equipment was used was not
available. Most of the miscellaneous costs were for shipping, with no indication
of what was shipped. However, MRP coded these expenditures as FEA in its
database. The Audit staff considered these potential FEAsexpenses and
recommentis that MRP clarify the discrepancy betw it "%ports and its internal
records. (See Chart B, Page 2, C. & D.)

Prmted Materials, Copies Not Available: Mlﬁade 4;3 e
for prmted materials. Copies of these pnntéd%ma?enals we %_%‘\avallable for

review by the Audit staff. Of these paymbnts MRP coded $ AL7 as FEA, and
these payments were for such purpos@s as VoterJﬁD (811,228) an
($13,189). The remaining $43,294 1n pa‘yments warc for apparent G
activities, although none of them were c‘i)*if‘ed gEA (See Chart B, Page 2,E)

qg“‘q:,

M [RP made expenditiites to FLS Connect for
"W;m,- of which w%c%%i;d on MRP’s database as
] Qighese expend: as: GOTV (86,097),
$4 460),%nd telemarketmg ($9,355).

Telemarketing Expenses.:%]
telemarketing totalmg $23

Voter ID ($3,117), state camps
Althongh M R made invoices 5, to

s T
.. was public %%ls ' 6id%in the candidate's jurisdiction within 90 days of the
-, election. andxda;e appears in the advertisement and the advertisement states
“i:; :that it was ap ed by the candidate. MRP reported these payments on Schedule
B'ﬂ;gmlzed Disbursements) as other federal operating expenditures rather than on
Schédule F (Itcmlzcd Coordinated Party Expenditures) as coordinated party

cxperﬁxﬁx:qs’ (See Chart B, Page 3.)

,&v
2. Interim Audit Report & Audit Division ltecommendation

At the exit conference, thc Audit staff addressed this matter aied provideii a schedide
identifying the transactions in questizn to MRP representatives. MRP represontatives stated
that they would look into these items and send documentation to try to resolve the proper
classification of the transactions. MRP representatives subsequently provided materials,
including affidavits addressing time employees spent on federal election activity, which
resolved some of the items that the Audit staff considered in its above analysis.
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The Interim Audit Report recommended that MRP demonstrate that the payments from the
federal accaunt were correctly reported as fedsral operating expenditures. Further
information was needed for the Audit staff to verify the classification of distursercents
totaling $192,617. MRP should have explained the discrepancies between expenditures
coded on its database as FEA and its reporting of those expenditures as operating
expenditures. In addition, MRP should have obtained and provided monthly logs,
timesheets or affidavits ($20,000), samples of printed materials ($867,711) and telemarketing
scripts ($23,029). MRP should have amended its reports to disclose the noted
disbursements on Schedule B or Schedule F, as 1ecessary. . Jf«*a

C. Comucittec Reaponse to Interin) Audit Repnrt

In its response to the Interim Audit Report, MRP amended its gé’p )
payments from its non-federal account (Part A abave) 1den_<‘txﬁe‘é by the Andit staff. MRP's
response stated that they were unable ta locate documen Hion ‘ifc")‘sdemons %ﬁl of these
expenditures were solely non-federal in nature, to mcthe one payment ter id that was
disclosed in its amended reports. With respect to pafitoll and assocnated costs Ofn non-

federal accounts, MRP explained that no federal & '33?':';} we vg,m the ballot m\2 and

u.a».
A

coorﬂimated party explndimms according D

y the Audit staff. Although
MRP has amended its reports, the nature of’ ’

Al E‘; unclear hecause of a

Finding 4. Fa’i% to Q e Notmeiégd Properly Disclose
Independent Expenditares.

Durin ,audlt fi eldwork' % » udif%% viewed disbursements and noted expenditures for
0601, whi¢H appeared to be independent expenditures that MRP

printéd "ﬂ’g‘tcnals totaling §
disclosed 8§ ,f,:' eratmg expen = cs. In its response to the Interim Audlt Report MRP agrees

Summ

Lepal Standard ;
A. DefInitier of Independent Expenditures. The terin “indopendent expenditure™ means a:
expenditure by a person for a communication expressly advecating tho election or defeat of a
clearly identificd eandidate that is not made in coordination with any candidate or authorized
committee or agent of a candidate. 11 CFR §100.16.

B. Disclosure Requirements — General Guidelines. An independent expenditure shall be
reported on Schedule E (Itemized Independent Expenditures) if, when added to other
indepenident expenditures made to the same payze during the same calendar year, it exceéds
$200. Independent expenditures made (i.e., publicly disseminated) prier to payment should be
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disclosed as “memo” entries on Schedule E and as a reportable debt on Schedule D. Independent
expendihmes of $200Q or less do not need to be itemized, thaugh thc committee must report the
total of those expenditures on line (b) on Scheitule E. 11 CFR §§104.3(b)X3)(vii), 104.4(a) and
104.11.

C. Last-Minute Independent Expenditure Reports (24-Hour Notices). Any independent
expendltures aggregating $1,000 or more, with respect to any given election, and made after the
20™ day but more than 24 hours before the day of an election must be reported and the report
must be received by the Commission within 24 hours after the expemditare is raade. A 24-hour
notice is required each time additiorsal independent expenditures aggregate $1,000 or more. The
date that a cornnwnication is publicly disseminated serves as the dateftiat the committee must

use te determine whether the totul anrount of iedmendent explm' Qtes has, in the aggregate;

104 5(8)(2).

D. Last-Minute Independent Expenditure Repor;}(fﬁ%ur Notices). * 3)
expenditure aggregating $10,000 or more with res peg to any given election, ataty: im during a
calendar year, up to and including the 20th day bé‘fdr%‘é:\elecnon} must be dnsclos ithin 48
hours each time the expenditures aggregate $10,000 or'more. . The ‘hotices must be’ ‘f’led with the
Commission within 48 hours after the expenditure is maxf&»ﬁ}l CFR §§104.4(f) and 104.5(g)(1).

Wy, %7
E. Allocntion of Expenses Retween Ca”%@ est Exne:rnrlitn? sithade on behalf of more thm
one clearly iclentified federal candidate shall be%atiributed to each sﬁghfcandldate accdrding to the
benefit expected to be derived. In the case o ' puB t;;b or broagcast communication, the
attribution shall be determined by the proportion eﬁace or&ﬂxe‘“ﬂevoted to all candidates. This
method shall be used to all§Eat@payments mvoﬁd;%g both cle%ﬁy identified federal candidates

A. Faats 855

?Fi‘é‘;{&f’

for printed matgria
calciilat d’éﬂxat $56,601 ap, "

,‘;‘ G Sic entlal candidate Senator John McCain and che~Presxdenual
candidate Gov st or Sarah Palin on a sample absentee ballot with ehecked boxes betow
their pictures, aﬂvucatmg their eitction.

» In addition, one sample mailer also pictured Susan Collins, candidate for the U. S. Senate
and Charlie Summers, candidate for the U. S. House of Repn:santatives. The othor
sample pravidad a picture orly ef Susan Callims, but provided space for a congressional
candidate.

¢ Both mailers had spare provided for a state senate candidate and a state house candidate.
Above the pictures of the candidates, both samples state “(Good Jobs. A Strong Economy.
Independence from Foreign Oil.” In addition, the mailers state, “Help Team Mame
Today by Signing Up to...Canvass a local precinct door to door.”

mailers picturgt
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Since the documents contain a statement of the candidates’ positions on several issues and
include the solicitation of volunteer canvassing, they go beyand the limitatinns of the slate card
exemption®. As a result, the Audit staff concluded that a partion of each mailer wes an
independent expenditure that should have been reported as such and that appropriate 24/48-hour
notices should have been filed. The amount of independent expenditures ($56,601) was
determined by the space allotted to federal candidates versus non-federal candidates on the
mailers. The remaining $28,301 ($84,902 - $56,601) should have been reported as FEA.

B. Datarim Audit Report & Audit Division Recommendation o

At an exit conference, the Audit staff addressed this matter, having prévidus]y provided MRP
with the materials fer discussion. MRP representatives stated thats J y would look into this
matter, examine the materials, and addrass the “slate card” exe ,"tl OR: In respanse to the exit
confarenoe, MRP's Treasurer stated that the materials in quesﬁﬁn wr*

were exempt from mdependent expenditure rules. g

e Provide evidence that would demonstrate that # :

expenditures and thercfore did not require disclo

e Absent such a demonstration, M%ﬁ{wuld have ame reports to disclose
3 ;

disbursernents of $56,601 as indapendé

remaining $28,301 an Schedule B 38 F AR
e Submit and implement revised procedy soEnizing 8 d reporting independent
expenditures, to allow for umely filin f '-“' 8-hatire mg notices, as required.

._,

candidates and m\%éhe pre(f'ia%suren*appm:ent@ believed this qualified for the “slate card”

exemptlon .5 ,After hiew of thé‘é"é‘imatenals, MRP now agreos that the “slate card” exemption
does mt“a‘nniy MRP Ha ende&“ reports to disclose part of these independant expeaditures.
MRE: clfé‘,s its software’s I%hty to ﬁ Ss the required disclosure infarmation for the
remamm c[ependent exp : jtures. o] data staff is workmg on the problem. To date, MRP

3 See 11 C.F.R. §§ 100.80, 100.140, Advisory Opinions 2008-06 (Democratic Party of Virginia), 1978-89 (Withers
for Congress), 1978-9 (Republican State Central Committee of Iowa).
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